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THE TAX STRUCTURE OF THE DEMOCRATIC REPUBLIC OF THE SUDAN
WITH EMPHASIS ON THE INDIRECT TAXES AND POTENTIAL REFORMS
John F. Due
Professor of Economics
University of Illinois
Urbana
The tax structure of the Sudan is characterized by relatively
heavy reliance, even for a developing country, on indirect taxes, and
particularly upon customs duties. It is the purpose of this paper to
review the tax structure, with particular reference to the indirect
taxes, and to propose changes in these taxes in conformity with the
objectives of the 1977-83 Development Plan.
PART I: THE ECONOMY OF THE SUDAN
A brief review of the economy is necessary as background for
the study. The Sudan, which lies directly south of Egypt, is the
largest country in area in Africa, with 980,000 square miles, but with
a population of only about 18 million. Much of the country is desert.
The population is heavily concentrated around Khartoum and the area
directly to the south near the two branches of the Nile. Only about
The author is greatly indebted to officials of the Ministry
of Planning and the Ministry of Finance of the Sudan and to the Inter-
national Monetary Fund and the World Bank for their assistance in this
study. In no sense, however, is this to be regarded as a Fund or Bank
study. The author is indebted to the Center for International Compara-
tive Studies of the University of Illinois for a grant to visit the
Sudan in May of 1977.
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12% of the land is actuelly cultivated.
The economic base of the country is agricultural and
pastoral; agriculture provides about 34% of GNP and 40% of GDP, is the
source of livelihood for about 85% of the population, and is the source
of nearly all exports. The primary crop is cotton, the major export
crop, which provides over half the country's foreign exchange. Most
is grown on irrigated land. Output has declined somewhat in recent
years, partly as other crops have expanded. The second major group
of crops is oil seed — primarily groundnuts and sesame, the output of
which has grown rapidly in recent years. The third is wheat, a
product also imported; millet and sorghum are the primary crops for
domestic consumption, with little exported. Sugar is another major
crop; while about two-thirds of the sugar used is imported, under
present plans the country will become self supporting in sugar. Gum
arable, a product of certain trees that are tapped, is a significant
export crop. Finally, Sudan is a major producer of livestock, with
about 40 million animals — about equal numbers of cattle, sheep, and
goats.
Agriculture, as distinct from the cattle raising, much of
which is nomadic, takes three forms:
1. The irrigated highly intensive agriculture of the Gezira
scheme and other projects, with water from the Nile and its tributaries.
Developed by the British in the 1920s, the Gezira is the largest
irrigation project in all Africa, and produces much of the country's
export crops.
2. The traditional agriculture of the southern third of the
country. This is comparable to that of the tropical African
•
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countries — small scale village production with primitive methods,
largely producing for subsistence.
3. Mechanized agriculture, large scale farming using
mechanical equipment, on non-irrigated, somewhat-marginal land. Many
of the operators of these farms have other occupations as well.
The new Six Year Plan places particular stress on agriculture
as the key to economic development. The Sudan has great potential for
additional output and a new source of funds for development of these
resources from the oil-producing Arab states.
Industrial development has occurred almost entirely within
the last decade. Stress has been placed upon industry using local
materials rather than assembly type operations, with stress on import
substitution, but with plans for subsequent export. The principal ones
can be grouped into a small number of classes
:
Food: sugar; flour, edible oils, fruit canning
Cigarettes; beer
Shoes; textiles, the latter recent despite the
availability of cotton
Other: cement; soap
Industry as of 1975 provided about 8% of national income, and employ-
ment to about 250,000 workers.
Of major importance to the Sudan is transport, because of
the very long distances and the location of most economic activity well
away from the principal port. Except for a relatively small trade with
Egypt on the Nile and overland to neighboring countries in the south,
virtually all the foreign trade is handled by the Red Sea port of
Port Sudan. The port is 805 km (about 500 miles) from Khartoum. From
Port Sudan to the end of the rail line In the southweBt at Wau is
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2061 kilometers (1300 miles) . The country is very heavily dependent on
rail for longer distance traffic in light of the absence of all-weather
roads in much of the country. There is as yet no paved road even between
Port Sudan and Khartoum, although one is being built. The rail service,
however, has been slow and undependable, and motor transport has grown
rapidly despite the poor condition of the roads. River transport is
not important; the most significant is that from Kosti, south of
Khartoum, to Juba, the principal city in the south, since there is no
rail or road connection between them.
The rate of growth in GNP is highly dependent upon world
export prices for cotton and fluctuates substantially. The overall
record in real terms, however, is not good; there has apparently been
little change per capita in the past decade. The annual population
growth rate is about 2%%. The price level has risen from 100 in 1970
to 211 in 1975, partly from world inflation, partly from internal causes.
The country has been suffering serious trade deficits in recent years,
offset in large part by inflows of capital, primarily from the Arab
countries.
Following a period of substantial nationalization of industry,
banking, and other activity around 1970, the government has been
placing increased emphasis on private enterprise for development and
offering various incentives. But there are a number of parastatal
enterprises and joint private-governmental enterprises.
The World Bank Atlas
, 1975, p. 14, shows a real growth rate
in GNP per capita of -0.9 in the 1960-73 period and -0.6, 1965-73.
.
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PART II: THE REVENUE STRUCTURE
OVERALL GOVERNMENT REVENUES
Table I shows the overall revenue estimates for the 1976-77
year:
Table I
Central Government Revenues, Sudan, 1976-77
Direct Taxes :
Business Profits
Personal Income
Rental Income
Capital Gains
Development Tax on
Business Profits
Stamp Tax
Total
Indirect Taxes
Import Duties
Consumption Duties
Export Duties
Royalties (Export)
Excises
Development Tax
Total
Exchange Tax
Total Tax Revenues
Nontax Revenues
Department Charges
Sugar Monopoly Profits
Other Profits of Govern-
ment Enterprises
Total
Other
Total revenue
Revenue *
St (millions)
24.
9.
.5
.1
4.
3.
20.8
37.0
A3.
8
40.6
105.6
11.2
12.0
1.1
56.8
23.1
209.8
48.0
298.4
101.6
48.3
448.3
% of Total
Tax Revenue
8
3
1
1
1
35
4
4
1
19
7
Source: Sudan, Revenue Estimates , 1976-77
*The Sudan h about U.S. $2.50 at current exchange rates.
14
70
16
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Thus the direct taxes, including the stamp tax, yield about
14% of total tax revenue, or 12.6% with the stamp tax excluded. By
contrast, the indirect taxes, excluding the exchange tax, yield 70.3
percent of the total; or 86.4 percent with the latter included. The
ratio of direct taxes has not changed greatly, although showing a slight
increase. Of a sample of 12 African countries, the Sudan shows the
lowest relative reliance on direct taxes; Kenya, for example, shows
a figure of 42 percent.
Within the indirect tax category, customs duties are unusually
high, yielding 35% of all tax revenue.
The current revenues have, in recent years, slightly exceeded
budgetary expenditures, but have provided only a small margin for
development expenditures.
The buoyancy of the government's tax revenues has been h-'.gh —
total government revenues have risen from a total of about 11% of GDP
in the early sixties to 28% in the last few years. But the expendi-
tures have risen more rapidly, with a declining surplus or net govern-
ment saving to finance development. The development in fact is financed
largely by internal and external borrowing.
Tax revenues have been growing relative to nontax revenues;
whereas in the 1969-70 fiscal year, tax revenues yielded only 55% of
total budget revenues, in 1976 they yielded 80%. The decline in nontax
revenues reflects in part the worsening profit position of various
parastatal enterprises.
Tax revenues as a percentage of Gross Domestic Product show
a relatively high figure — around 17 percent in recent years — the
fourth highest of a sample of 12 African countries — and the highest

if the four North African countries are eliminated from the sample.
The ratio has risen steadily over the last decade.
B. CENTRAL GOVERNMENT DIRECT TAXES
This paper does not seek to examine or evaluate the direct
taxes in detail, but some review is necessary for appropriate evalua-
tion of the indirect taxes. The primary direct tax system Is the
income tax.
The Income Tax Structure
The income tax structure is unusual in containing four
distinct schedular elements, but with provisions for combining, to
produce a global overall effect. One consequence is a high degree oi
complexity.
The elements are as follows
:
1. Business profits tax, applying to both corporate and
noncorporate businesses, dating back to 1913.
2. Land rent tax, introduced In 1964, actually a tax on r,.s
building rent.
3. Individual income tax, introduced in 1964, primarily on
labor income.
4. Capital gains tax, since 1974.
The basic structure Is to be found in the Income Tax Act,
1967, with subsequent amendments, primarily changing exemptions and
rates, plus creating the capital gains tax.
The four elements have their own rate schedules, as noted in
Table II . If a person has more than one source of income, special
rules apply. Since the business profits tax and the land rent tax
have the same rates, the amounts are simply added and the approprJ--' .
rate applied. But if a person has either or both of these and
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Individual (wage) income, the personal income tax rates are applied to
the total amount if the nonwage income is less than 25% of the total;
if the percentage exceeds 25%, a formula ensures application of a
rate reflecting the higher figure on the nonwage income.
No exemption is provided for companies; for resident
individuals the figure is £400 — at 1977 exchange rates about $1,000.
When the tax was introduced in 1964, the exemption was £1350 — 40
times the per capita GNP . The original figure was brought down very
sharply to £ 170 in 1971, then raised to £300 in 1974 and to £400 in
1975. The present figure is about five times per capita GDP. As a
consequence, only about 2h percent of the population is covered. The
average annual wage rate in manufacturing in 1973, for example, was
about £200, in government about £270. If these are adjusted upward
by the inflation rate, the former is still below the £400 exemption
and the latter barely above.
The income of each member of the family is treated in the
same fashion. Each person is entitled to the £400 exemption against
his own income, with no lumping of family income. Women are treated
in the same fashion as men.
The Tax Rates
The rates of the various segments of the income tax struc-
ture are shown in Table II.
Ali Mohamed El-Hassan, ed., Growth Employment and Equity
,
Khartoum: Khartoum University Press for International Labor Office,
1977, p. 200.
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Revenues from the taxes are shown in Table III.
Table III
Direct Tax Collections
Republic o f the Sudan
1960/61 -- 1975/76
(In 000s of Sfc)
Personal Capital Total,
Business Land Rent Income Gains Stamp Including
Profits Tax Tax Tax Tax Duty Miscellaneous
1960/61 1,381 — — - - 1,381
1961/62 1,878 - - - - 1,878
1962/63 2,226 - - - - 2,226
1963/64 3,442 - - - - 3,442
1964/65 3,668 27 158 - - 3,853
1965/66 3,662 121 205 - - 3,987
1966/67 3,637 146 273 - 517 4,573
1967/68 4,492 105 565 - 843 6,005
1968/69 5,375 163 1,026 - 967 7,531
1969/70 6,199 273 3,205 - 1,222 15,399
1970/71 9,563 251 4,255 - 1,222 16,475
1971/72 10,429 98 5,569 - 1,275 18,896
1972/73 13,940 230 4,124 - 1,516 20,674
1973/74 17,002 355 4,318 - 1,935 23,552
1974/75 22,289 202 8,255 62 2,075 32,897
1975/76 24,329 212 7,091 130 1,919 33,781
Source: Data supplied by Sudan, Ministry of Finance
.
The Business Profits Tax
The tax on business profits applies to all business enter-
prises, but with four rate schedules, as shown on Table II : resident
individuals, public corporations, private corporations, and nonresident
individuals. On resident individuals, the rates range from 15% to 60%;
for the other three groups the range is 25% (without exemption) to 60%.
The rates are higher than for the personal income tax in the lower
brackets and the same in the top brackets, but, strangely, reach the top
figures at higher income levels. Dividends of domestic corporations are not
subject to tax. The rates on companies had been much higher, reaching a
:
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maximum of 80%, but were reduced because of evasion and incentive
considerations. There is, however, a 5% (of profits) additional tax,
part of the development tax, on companies only.
The concept of business profits appears to be relatively
standard. A 5-year carryforward of losses is provided. Accelerated
depreciation is authorized but not in conjunction with tax holidays.
(1977)
There are currently/ 128 public companies, 877 private
companies, and approximately 40,000 individuals filing returns under
the tax.
Under the Development and Promotion of Industrial Investment
Act, a tax holiday is provided for the first five years of a firm's
existence (or expansion) ; a second five-year holiday may be obtained
if profits are under 10%, and there is the possibility of a third
5-year period, but in fact this is rarely given. Estimates of the
annual revenue loss over recent years is £600,000, the low figure
suggesting that the program has not been highly successful in stimu-
2
lating industry.
The Individual Income Tax
The individual income tax is basically a tax on wages and
salaries and related income; interest and domestic dividends are not
taxable and other incomes are covered by the other elements of the
If the profit is between 10% and 20%, the holiday may be
extended, but the earnings over 10% are taxed.
2
Figures are not available as to the number of firms receiv-
ing the holiday — but the number of companies was only 16 (1975).
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income tax structure. Foreign income is included unless the person
has been out of the country over 6 months — the latter rule, because
of the short period, causing substantial loss of revenue from persons
working in Kuwait, Saudi Arabia, etc. Certain allowances and pension
fund contributions are excluded and medical expenses are deductible.
But only one £400 exemption is provided regardless of the size of the
family, basically on the argument that, given the cultural traditions
of extended family support, usual patterns of exemptions for dependents
in the western world are not suitable and if interpreted liberally would
erode the entire tax base. But the consequence is some complaint on
the part of married persons with children and western life styles.
Most of the tax is collected via PAYE; there are about
305,000 persons subject to PAYE. Data of tax collections by income
bracket for 1973-74 show that well over half of the employees fall in
the first bracket for that year (income from £170 to £299), but only 1.8%
of the tax is yielded by these persons; as in other African countries,
bringing in the typical lower paid employees adds tremendously to the
number of taxpayers but contributes little revenue, though it may be
justifiable on other grounds. On the other hand, about one-fifth of
the taxpayers, in the income brackets between £600 and £3000, yield
80% of the tax revenue; in fact the 6% of the total taxpayers who are in the
£1000-£2000 bracket provide 41% of the total individual income tax
revenue. In 1973-74, there were only 84 taxpayers in the over £5000
2
bracket (roughly US $12,500),
The Sudan is experiencing a severe drain of trained
manpower, even of household servants, to the oil-rich Arab countries.
2
Data from El Hassan, Growth , op . cit . , p. 40.
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Most persons subject to PAYE do not actually file tax returns;
some are freed by provisions of the law, others simply do not file.
Administration of the Income Tax
The income taxes, plus the stamp duty, are administered by
the Department of Taxation, which is distinct from, and coordinate
with, Customs and Excise. The Department is headed by the Director
of Taxation. There are 18 regional offices, plus 3 in the Khartoum
area, which maintain the files and administer the taxes. There is
the usual sharp distinction between collection and inspection personnel
characteristic of countries which have been subject to British influ-
ence in the tax field. There are currently (1977) 916 employees, of
whom 252 are university graduates, most in the ranks of inspectors.
The attempt is made to hire persons with university degrees, and with
considerable success — far more than in many developing countries.
The persons employed typically have at least some work in accounting.
There appears, however, to have been inadequate training programs for
new employees, although a training school has operated at times, and
some key personnel have been sent to school in the United Kingdom and
Harvard University.
As not 2d, most of the individual income tax is collected via
withholding. Taxpayers subject to the filing requirement are obligated
to file by April for the previous calendar year; assessment is made by
the inspector within one month and the assessment notice sent out by
registered mail. All records are kept in the district offices, with an
index of taxpayers in the headquarters in Khartoum. There is no self
assessment. There has been no computerization of operation of the tax.
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Collection costs constitute about 1.2 percent of revenue.
It was not possible within the confines of this study to
examine the efficiency of operation of the Taxation Department or the
extent of effectiveness of collection. The Taxation Department does
attempt to build up adequate information on traders, by checking upon
suppliers and upon imports. A system of "standard" assessments is used
for smaller firms, based upon presumptive evidence, as many such firms
have no records. But there is no claim that enforcement is entirely
effective. The Department of Taxation regards professional men as the
chief evaders, primarily because of the difficulty of building up data
on their income from other sources. Most farmers, are, of course, not
subject to tax because their incomes are too low; information is
gathered on larger farmers from purchases from them by marketing
boards, etc., and sales through local auction markets. The tax on
rental income is also a source of substantial evasion. The records
of property ownership have not been adequately used.
The tax department also enforces the Btamp tax, required on
a wide range of documents. Apparently, however, particularly outside
of Khartoum, enforcement is very weak, and one hears the familiar
stories that merchants will shade the price if the customer does not
insist on a receipt.
Export Duties
There are several elements in the tax structure on exports:
so-called royalty, on a few items; export duties, levied, with one
exception, at ad valorem rates, which have varied substantially from
year to year; the 5% development tax applying to exports; and the 15%
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foreign exchange tax, which reaches payments for services as well as
exports of commodities . Under the assumption that the world prices
for the commodities are not affected by the exports of Sudan, the
burden is borne primarily by the farmers producing the products or
materials for them, and thus the tax becomes a form of direct levy
on the farmers comparable to a crude income tax.
Export taxes are universally suspect for their possible
adverse effects on production of export crops and their potential
inequity. There has been some fear, however, that sudden removal
would create domestic shortages by reducing the amounts available for
the domestic market. Most support has come for removal when there are
8urplusses rather than shortages in domestic markets, but no action
has been taken. In any event they are of doubtful desirebility as
permanent elements in the tax structure.
Export duties are administered by Customs and Excise.
C. THE INDIRECT TAX STRUCTURE
Table IV provides an overall summary of the revenues from the
indirect taxes for the two previous years and the current (1976-77)
fiscal year up to April 1977. Customs duties constitute the primary
element, though with a sharp drop in 1976/77 as the development tax
has increased. Excises have remained nearly constant percentagewise.
•
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The foreign trade picture
Analysis of customs duties requires as a background a brief
review of the country's foreign trade picture.
Table V below indicates the major categories of inports,
for 1975.
Table V
Imports by Major Commodity
Sudan 1975
£>S 000'
s
Food items
Sugar 38 ,725
Wheat 7 ,881
Tea and coffee 6 ,912
Total food 57,967
Chemicals 17,311
Petroleum 12,221
Textiles 49,590
Iron and steel, pipe 97,354
Machinery 47,302
Motor vehicles 35,584
Miscellaneous 15.922
TOTAL 333,251
Source: Sudan, Department of Statistics, Foreign
Trade Statistics, 1975.
The feature distinguishing this pattern from that of many
countries is the remarkably high sugar item, even though the product is
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also produced domestically. Textiles are also very high, for a cotton
producing country.
So far as country of origin is concerned, as shown in Table VI
Sudan shows a greater diversity than many African countries . The
United Kingdom remains the largest source of imports (machinery, motor
vehicles, cigarettes, etc.), but accounts for only about 15% of total
imports. Japan is next with about 9%, followed closely by West Germany.
Four countries provide about the same amounts — from 6 to 8% of the
total: the United States, India (a major source of sugar), Italy, and
the Benelux countries. Pakistan, Korea, and mainland China provide
about 5% each. The remaining 23% comes from a wide variety of coun-
tries, of which France, Kuwait, Egypt, and Poland are the most important.
Table VI
Imports by Major Originating Country, 1975
Percentage
Amount of Total Imports
United Kingdom 51,806 15
Japan 30,431 9
West Germany 29,685 9
United States 27,236 8
India 26,473 8
Italy 24,160 7
Benelux 22,886 6
China (mainland) 15,979 5
Pakistan 15,300 5
Korea 15,012 5
France 7,507 2
Kuwait 7,171 2
Egypt 6,252 2
Poland 5,463 2
Total 333,251
•
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Customs Duty Rates
Customs duties remain the most important single source of
million
revenue, yielding Sfc 106/or 35% of total tax revenues in the
1976-77
fiscal year. The figure, however, has declined in relative
importance;
for example, the yield in 1961/62 was 53% of the total and 42%
in 1971/72,
The decline reflects rising importance of other levies
and domestic
production rather than reduction in customs duty rates.
The tariff was converted to BTN in 1968 and utilizes the CIF
basis characteristic of most of Africa. It is primarily
an ad valorem
tariff, with the specific rates confined to a small group
of tradi-
tionally high rate duties. There are very few rates with
a specific
rate minimum, as characterizes the tariffs of much of
tropical Africa,
especially on textile products. The number of rates,
however, is
unusually large — apart from the concessionary rates for
trade from
Egypt, there are 27 ad valorem rate figures, ranging
from 5% to 600%.
But many apply to only a few commodities. The "standard"
rate applying
to a wide range of goods is 40% (this also has been
the average rate);
major reduced rate figures are 15, 20, 25 and 30. There are a
number
of commodities subject to 100% rates. The tariff is of a two
column
nature, lower rates applying to a number of commodities,
particularly
food products, imported from Egypt.
The rate picture is summarized below, and shown
in greater
C&fcfiB
detail in Table VII. These/are not necessarily correct in all
cases
because of recent changes, but the pattern is unchanged.
Exempt — The exemption list is shorter than in many
coun-
tries, since virtually all raw materials and industrial
equipment and
machinery are subject to duty. The principal categories are various
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items for use in agriculture (but by no means all), medicines and a
few related items; most printed matter, tractor-trailer cab units,
most sporting goods (contrary to usual policy) and a few other items.
Almost no foods are exempt, except milk powder for babies, millet and
sorghum.
Rates under 10% — fertilizer; kerosene, fuel wood; bicycles,
10% — applied to a very wide range of organic and inorganic
chemicals, exempt in many countries; aircraft; and railroad rails.
12% — sacks and bags and woven jute fabrics.
15% — a few food items, vegetable oils; fuels, and wool and
cotton yarn.
20% — a limited number of goods for industrial use; packaging
materials; sewing machines; and motor vehicle replacement parts — the
low rate designed to encourage continued use of older vehicles.
25% — the principal rate for machinery of all kinds; pipe
and wire; freight cars; and wheat and wheat flour.
30% — a limited number of items, particularly lumber and iron
and steel in various forms, plus trucks and trailers.
35% — a minor category, motorcycles and wrapping paper.
40% — the basic standard rate, applying to everything except
the items selected for reduced or higher rates. A number of widely
used consumer goods are included, plus a number of materials (e.g.,
iron and steel plate), most building materials, and a number of items
exempt in many countries — railway equipment, medical and dental
equipment, electric generating equipment, boats, etc.
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The Higher Rates . There are 5 rates between 50 and 80 percent inclusive:
50% — primarily a group of widely used items regarded as
semi-luxuries, such as travel goods, musical instruments, toys, etc.,
and buses.
60% — household utensils, most forms of office equipment
65% — dried fruit, nuts
70% — primarily food items, including grains and raw sugar,
plus such items as steel furniture; footwear (most), and glassware.
These high food duties are partly protective, partly to reach food
consumption regarded as nonessential even if widespread.
80% — primarily consumer durables such as refrigerators,
plus paints, film, some footwear.
The Top Rates . The top rates are in part primarily protective, in part
designed to place a heavy burden on luxury consumption.
100% — the standard high rate, applied, for protective
purposes, to a wide range of food products, including all meat; certain
clothing and footwear; television sets; air conditioners.
110% — a protective rate applied to certain fabrics.
120% — various household electrical appliances, a luxury
rate.
150% — partly protective, on many garments and fabrics;
canned fruits and vegetables; partly luxury (jewelry, tape recorders,
cheaper automobiles)
.
200% — protective, on fabrics and soap; luxury, on more
expensive cars.
.-
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250% — confectionary.
»
300% — protective, on various fabrics.
480% to 600% — on wines and champagne.
The most significant conclusions that stand out from this
summary are the following:
1. The very limited exemptions, both of basic necessities
and of materials and machinery for use in production. Only agriculture
is favored, and this only to a limited extent. It must be recognized,
however, that some relief for industry is provided by the Industrial
Investment Act (tax holiday program), which frees new firms for a
period of years.
2. The very high rate levels — high on a range of widely
used goods, very high on various luxuries, very high for protective
purposes
.
These two features are of course closely related. They can
be partially explained by several considerations:
1. The unusually high rates on food reflect the fact that
Sudan is a major food producing country and can easily be self suffi-
cient in food; the high rates are not nearly as significant for
consumers as they might appear to be — except insofar as they result
in higher than necessary domestic food prices. The policy resembles
that of the Republic of Guyana, in South America, which bans virtually
all food imports in order to make the country self sufficient in food.
2. The high rates, by dampening imports, in a situation of
foreign exchange deficits, make the implementation of import controls
easier.
...
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3. The high rates to some degree compensate for the apparent
overvaluation of the Sudan fa. If the currency were allowed to find its
own level, imported goods would be substantially more expensive than
they now are, net of tariff.
4. The application of duties to capital goods may be regarded
as justified on the grounds that overvaluation of the Sudan fa makes
imported capital goods artificially cheap relative to labor.
5. The high rates on durable consumer goods are consistent
with the development objectives, of encouraging saving and discouraging
luxury consumption. The elasticity of luxury consumption in response
to higher cost is not known.
However, questions may be raised about the overall height of
the tariff rates:
1. The high rates inevitably encourage smuggling. This
problem is discussed below.
2. A number of items subject to heavy duty are widely used,
except perhaps in the rural semi-subsistence sector, and are not
produced within the country in sufficient amounts to meet the demand at
current prices.
3. While this paper does not seek to estimate the effective
protection, the very high protective rates suggest that they may be
higher than required to provide the desired protection. The result is
to protect high prices charged by domestic producers from any possible
foreign competition. While many goods are subject to price controls,
it io not obvious that they are always fully effective.
4. The most serious danger from the very high rates of
duties designed to raise revenue is that they will result in unwanted
...
.
»"
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domestic industries developing — unwanted in the sense that they are
not In conformity with development plans and are certain to be ineffi-
cient, yet will be very difficult to eliminate once they develop.
The Number of Rates
An issue distinct from the height of the rates Is the number
of separate rates. There are, for example, rates of 5, 6, 8, 10, 12,
and 15%. There can be no possible scientific basis for such negligible
differences in rates on different goods. There are rates of 100, 110,
and 120; the same reasoning applies. The result is unnecessary
complication in the application of the tariffs, differences reflecting
only historical accidents. At the most a structure made up of rates of
5, 10, 25, 50, 100, and 200 percent should allow attainment of all
desired objectives.
The limited number of specific rates is highly desirable,
given inflationary trends and the desire to adjust revenue tariffs in
relation to consumer spending on the goods.
Duty by Revenue Category
The Customs and Excise Department has only recently commenced
to compile data on duty collections, imports, and exports by commodity
class. The data in the Department of Statistics volume, Foreign Trade
Statistics , show duty by commodity class for only one month in the
year. Thus the figures are not necessarily representative of the year
as a whole, but at least give some indication. For December 1975, the
latest month for which such data are available, five categories account
for a large portion of all duty: motor vehicles and parts; yam,
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textiles and clothing; fertilizer, jute bags, and various farm
equipment; cigarettes; and steel, including pipe. Other significant
yielders are liquor (though the total imported is very small); wheat
and flour; coffee and tea; and lubricating oil. The most surprising
features are the relatively small contribution of consumer durables
other than motor vehicles, the very large contribution made by the
textiles sector (affecting all income groups) , and the fact that within
the motor vehicles category, trucks make far more contribution in total
than private cars. The heavy burden on tea and coffee (30%) also
results in regressive burden. The 330% burden on cigarettes indicates
why smuggling is so common. Another surprising feature is the rela-
tively heavy burden on agriculture, even though much agricultural
equipment is free of tax.
Table VIII
Sudan
,
Duty Revenue by Major Commodity Groups and Total, December 1975
Duty Total Imports Duty as
Commodity Group fcS 000s fcS 000s % of Imports
Motor vehicles and parts 985 3064 32
Yarn, textiles, clothing 903 1986 45
Farm use items 875 5952 15
Cigarettes 784 237 331
Steel and pipe 508 1387 37
Liquor 190 61 314
Wheat and flour 130 1478 9
Coffee and tea 219 726 30
Lubricating oil 143 301 48
Breakdown of farm items:
Urea 489 3624 13
Jute bags 284 1338 21
Farm tractor and machinery 102 990 10
Total, including other 7555 28175 27
Source: Department of Statistics, Republic of Sudan, Foreign Trade
Statistics, 1975.
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Imports are also subject to a 5% additional tax and to the
development tax explained below, almost without exception, and,
together with "importation" of services, to the 15% foreign exchange
tax, essentially a substitute for devaluation.
Customs Administration
The customs duties, excise duties, and the development tax
(except the portion on company profits) are administered by the Depart-
ment of Customs and Excise, under the Director General of Customs and
Excise, in the Ministry of Finance. There are two divisions, one
dealing with customs, the other with excises and development tax.
Recruitment in the Department for Customs and Excise Officers
and Inspectors— the key personnel — is at two levels:
a. University graduates, brought in as trainees for three
or four years and then moved up to Inspector rank. The attempt is
made to send these persons to the U.K. or Australia for customs training
at a relatively high level.
b. Secondary school graduates, initially receiving on-the-
job training (in the past for 2 years, now for 4 to 5) , then sent to
the customs department training program for more formal training. Two
classes have already been completed, and a third is now being staffed.
These persons may ultimately move up to inspector rank as well.
In general, more attention is given to recruiting from
among university graduates than is typical in most Commonwealth
developing countries. Most of the senior personnel, except some of
the older ones, have university degrees. The Department has had sub-
stantial success in recruiting and retaining competent personnel; pay
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and allowances are relatively good, and the customs service has a high
level of prestige — one not found in some African countries. Corrup-
tion is not believed to be a major problem.
Customs clearing is handled entirely by brokers, called
clearing agents; this is a requirement, except when goods are consigned
to individuals, who may clear their own goods. About 80% of all
Khartoum
imports are cleared through Port Sudan, 5% through the/ airport, and 15%
through other ports. Some trade with Egypt is via Wadi Haifa, at the
end of the rail line to the north, (although most trade with Egypt
passes through Port Sudan) , and the remainder primarily in the south
by road. Clearing in Port Sudan is handled typically within one day;
the delays arise primarily from the practices of the Port Authority,
which will not preclear on the basis of the manifest, adding 10 to 15
days to total clearing time. The other primary source of delay is the
Sudan Railways, which takes from 8 to 15 days to move a car of freight
to Khartoum.
Smuggling is believed to be substantial, particularly of
cigarettes. Customs and Excise estimates that only about half of the
duty due is being collected. There are two primary areas. The most
serious is across the Red Sea; organized rings using small boats
smuggle cigarettes, perfume, wine, and other goods and various Sudanese
products in reverse. The other area is in the south, where cigarettes,
beer, coffee, and other goods are smuggled across the land borders;
there are mere tracks, no roads, and detection is very difficult.
Customs lacks a police arm of its own; it must rely on the provincial
police, the Navy on the Red Sea, and the Army in Kassala and the west,
and complete cooperation is not attained. The inherent problem is very
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difficult, given the long, largely uninhabited coast line and the
tremendously long land borders that cannot possibly be patrolled.
Excises
The domestic indirect tax structure of the central government
consists of two elements: the excise duties and the so-called develop-
ment tax. There are 32 categories of excises, although several of
these have subgroups; they apply to most domestically produced goods.
The categories, rates, and yield are shown in Table IX and summarized
below:
1. The traditional sumptuary excises: beer, wine, distilled spirits,
alcohol, cigarettes and other tobacco products; soft drinks.
2. Motor fuel and other petroleum products.
3. Sugar, which, together with the profits of the sugar monopoly,
constitutes a major revenue source.
4. Other foods: wheat flour, macaroni, biscuits, confectionary,
vegetable oils, tomato paste
5
.
Cement
6. Paint
7. Soap, matches, toothpaste, perfumery
8. Shoes, textiles
9. Durable consumer goods: household utensils; steel beds, refrigera-
tors, air conditioners, plastic ware.
10. Accumulators (batteries)
.
11. Tins and drums.
12. Files, iron bars.
..
.J
.
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Table IX
Sudan, Excise Taxes, 1977
Rate, in fc Sudan
or % of
Commodity
Wheat flour
Vegetable oils
Sugar
Mineral water
Beer, stout, cider
Wine, under 23%
over 23%
Pure alcohol
—medicinal,
educational,
other
—for perfumery
—other
Liquor
—distilled
—nondistilled
—aragi, etc.
Cigarettes: based on
(per 10)
—under .05fc
— .05-.08&
— .08-.105i
— .105-.139fc
— .139-.150i
—over . 150fc
—cigars
—mfd tobacco
Cement
Petroleum products
—motor spirit
—lubricating oil
—kerosene
—white spirit
—gas oil
—diesel oil
—fuel oil
—other
—petroleum gas
Soaps:
—toilet
-—common
Factory Price"1
"
2.000 per metric ton
15.000 per metric ton
17.600 per metric ton
.600 per dozen bottles
.360 per liter
.750 per liter j
.500 per liter
.500 per liter of alcohol
.100 per liter of alcohol
.500 per liter of alcohol
2.500 per liter of alcohol
2.500 per liter of alcohol
4.000 per liter of alcohol
1.000 per liter of alcohol
1.000 per liter of alcohol
sale price of cigarettes
2.750 per kilo
6.265 per kilo
7.665 per kilo
8.250 per kilo
11.500 per kilo
14^400 per kilo
1.250 per kilo
5.554 per kilo
2.000 per metric ton
68.050 per metric ton
42%
.600 per metric ton
40%
15.060 per metric ton
20.000 per metric ton
1.900 per metric ton
1.900 per metric ton
40%
65.000 per metric ton
7.000 per metric ton
Yield Sfc
1975/76
474,570
1,171,765
1,860,623
357,595
2,436,981
2,420,107
317,518
29,589
7,128,118
130,048
13,879,058
454,775
1976/77 to
April 1
420,525
1,722,235
85,988
251,770
2,473,050
2,531,161
274,536
14,347
4,565,550
259,926
11,176,314
405,342
*plus supplement i2.500 per liter
_.-4.«-,
tSote: specific rates are shown in he (Sudan) to facilitate
comparison
although in the Act many expressions are in r >j.Uj-.. *}}°"lW
common practice, three figures to the right of tne
decimal are shown.
r-:.)
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Commodity
—Washing
preparations
Boots, shoes,
slippers:
—up to .200 per
pair
—more than .200
Table IX(Cont.)
Rate, in h Sudan
or % of
Factory Pricet
7.000 per metric ton
Yield
1975/76
20%
1976/77 to
April 1
2,163,815 2,188,008
per pair 25%
Electrical Accumu- 50%
lators (bat-
teries) : 397,382 794,519
Macaroni, etc. .010 per kilo 65,606 51,522
Faints, etc. 30% 228,264 687,390
Household utensils 30% 399,683 755,548
Plastic ware 40% 536,588 571,704
Steel beds .200 per bed
Biscuits (cookies)
Confectionery
25% ,
25% ' 1,211,776 1,139,623
Refrigerators
,
water coolers,
air conditioners 70% 823,553 946,829
Dry cell batteries .020 per battery
Textile fabrics 5% 217,236 1,615,631
Ready-made clothes 10% 13,053 208,659
Toothpaste,
perfumery, etc. 20% 63,703 608,379
Tins and drums 10% 3,398 238,360
Plastic, etc., sacks 20% 132,172
Tiles 6,290 44,188
—cement .100 per square meter
—mosaic .200 per square meter
Slide fasteners 50% 6,515 71,623
Tomato paste 10% 26,306
Asbestos, nails,
iron bare 20% 81,772 910,696
Hides , skins 10% 7,056 103,663
tNote: specific rates are shown in fcs (Sudan) to facilitate comparison,
although in the Act many expressions are in m/ms (mills)
.
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The traditional excises, plus cement, soap, macaroni, wheat, vegetable
oils, sugar, tiles, and
steel beds have specific rates; all of the others have ad valorem rates.
The excises apply only to domestic production, but there are
5 companion levies, called consumption duties, which apply to imported
goods only (in addition to customs duties): on beer, cigarettes and
other tobacco products; motor spirit; lubricating oil, and matches.
Some are higher than their domestic counterparts, some are lower.
The Development Tax (Sales Taxj)
In the 1974-75 budget, in an effort to balance the budget,
the government introduced the so-called development tax, copied after
a similar levy imposed 18 months before by the Southern Region. This
is basically a 5% manufacturers sales tax (2% in the 1974-75 budget,
then 3%, and 5% in the 1976-77 budget). It applies to all domestically
produced goods and all imports with only four exceptions: medicines,
wheat (and wheat flour) , compressed dates and milk, for babies. It
does not in fact apply to domestically produced fresh fruit, vegetables,
and meat since they do not pass through a manufacturing stage, but it
does apply to these goods when imported. It applies also to all
exports. It is restricted to commodities; services are not subject
to tax.
The tax applies to the taxable price (set, on domestic
manufacture, by the Ministry of Industries), not including the tax
element itself.
The tax is confined to the manufacturing level, but it does
involve some multiple application of the tax (cascading) . While basic
raw materials that have not been manufactured are free of tax, sales
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by one manufacturer to another are taxed
even if the goods become
physical ingredients of goods subject to tax.
There is no exemption of small manufacturers, per
se, but
the tax does not apply to handicraft producers
not using machinery.
The development tax was also extended to income
in 1976/77,
but this portion is essentially a supplement to
the income tax.
Administrate nn of Excises and Development_Tax
The excises and the development tax (the portion
on domestic
production) are administered by the Excise Division of
Customs and
Excise, headed by a Director of Excise. The
personnel used are the
same as those in the Customs service in terms
of background, salary,
etc.; as new Customs and Excise Officers are
recruited, some are assigned
to Excise, but there is a good bit of shifting
between the two services.
At any one time, however, a person is
involved only in either Customs
or Excise work, except in smaller district
offices.
The administration is decentralized, the
basic work being
done in the 10 district offices.
(1) Registration-All firms subject to excises
are regis-
tered and given a number; all of these firms
are subject to development
tax as well. As of May 1977, there are
510 firms subject to excises.
Those firms subject to development tax but not excise
were added to
the registration list at the time the development
tax was introduced.
As of May 1977 there are 316 such firms,
to bring the total subject to
Wtiple application of tax also arises with two sets of
excises: cement and cement products; and
vegetable oil and soap.
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development tax to 826 — a reasonable measure of the number of manu-
facturers in the country. Government owned firms are subject, of
course, as well as private firms, but only manufacturers. About half
the firms are in the Khartoum area.
A ledger card is maintained in the district offices for each
firm, and a master index in headquarters.
(2) Payment of Tax — There are two systems for payment of
excise and development tax, but the first mentioned below is of primary
importance for the excises, the second for the development tax:
a. Provision of a deposit, which the firm continues to pay
into as it draws upon it. The tax due on withdrawals from the factory
is charged against the deposit. Typically in-payments to the deposits
are made about every 10 days.
b. Submission of a bank guarantee, covering tax for a two
week period. The firm must therefore pay in every two weeks or the
guarantee will be exhausted. Payment must be made by certified
check.
Regardless of the method of making payment, a return must be
submitted every two weeks (30 days for some firms) , with a statement of
withdrawals, together with copies of all invoices and information on
purchases of materials. The government does not supply return forms
but the firms must file the statement in a fashion approved by the
department. When no customs officer is stationed in the plant, one is
sent out every two weeks to collect the tax and check the records.
In addition, the firms are required to file an annual return
together with the audit by a public accounting firm. Substantial
reliance is placed upon these audits.
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(3) Control of Payment — There are two types of controls,
both used with the excises, the second named primarily with the develop-
ment tax on firms not subject to excises:
a. Direct control, with a man kept in the factory. In the
traditional British approach to control of beer, liquor, and tobacco
taxes, a person is stationed at all times in the factories of most firms
subject to excise taxes. This person, a Customs and Excise Officer,
maintains physical control over inputs and outputs, checking materials
purchased, production, and withdrawals. This is still regarded as
essential, given the attitudes of typical manufacturers in the country.
This is the same technique used in other African countries, such as
Ghana and Zambia.
b. Indirect or account controls. Supplementing direct
controls where they are used and replacing them when they are not used
are indirect controls, involving examination of the returns and records,
with a check on purchases, and if necessary on suppliers. This
and excise
checking is done by senior grade customs/officers who are given some
training in accounting.
(4) Delinquents — A record is kept, in the regional offices,
for each taxpaying firm, listing deposits, withdrawals, and amounts of
tax due. When the firm exhausts its deposit or does not pay on the
basis of the bank guarantee, the officer in the plant is
notified to stop further withdrawals of merchandise by the firm. He
locks the gate if necessary. If there Is no resident officer, one is
sent out from the regional office to do this. In general, there is
little difficulty with the firms not paying; if withdrawals are stopped,
they almost always pay the same day. The problems arise only with the
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government owned firms; if one fails to pay, the Minister of Finance is
notified, and it is possible that withdrawals might be stopped. But
usually a compromise is worked out. Failure to pay by the government
firms is usually the result of a dispute between the firm and the
Minister of Finance, the firm claiming that the government has taken
funds from the firm, in the form of advances, and therefore the firm is
not paying tax in protest. Sugar has been the principal example.
The Customs and Excise Department has substantial legal
powers in dealing with delinquents; it may close a firm down and put
it out of business. But this has not happened. In general, the
department finds that a threat to close down is adequate to obtain
payment.
(5) Role of Headquarters — While the basic task of collect-
ing excises and development tax rests with the regional offices, copies
of the returns are sent to headquarters for checking for accuracy each
period, and general supervision is maintained over the district
offices.
D. LOCAL GOVERNMENT REVENUES
Since 1971, the government of the Sudan has been decentralized
to a considerable extent. The Southern Regional Government, with its
capital at Juba, enjoys substantial autonomy, and the 18 districts have
been given a number of major functions, including education and health.
They levy a large number of taxes, the emphasis varying with the area
of the country, but these are not highly productive of revenue. In
1975/76, central government aid constituted 70% of the total budget
receipts of the provinces. Local (provincial and city) expenditures are
by no means negligible in the total; currently they constitute about
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one-fourth of total government expenditures in the country. The local
government budgets must be submitted to the Ministry of Local Govern-
ment for approval. The central grants are allocated simply on the
basis of covering the deficits of the provinces.
The principal local revenues other than transfers from the
central government are as follows:
1. Tax on Local Sales or Produce, called Usher (cess is the
common term in other parts of Africa) . This is the largest single
local tax source; it is aimed primarily at the mechanized farmers in
the west and southwest. The rates are high — 10 to 15 percent. The
tax is paid by the purchaser, and, given the demand situation, may not
be shifted back to the producers.
2. Animal stock taxes, aimed primarily at the pastoral
groups. It is estimated that not over 12% of the animals are actually
taxed. The yield has been increasing very slowly.
3. Tax on date palm tress, in the northern province .
4. Land taxes, mainly on irrigated land in the central
portion of the country.
5. Taxes on the value of buildings, an urban levy.
6. In the Gezira: a portion of the proceeds from the sale
of cotton, but not other crops, plus a portion of gross profits.
The cities collect ground rents, licenses, and miscellaneous
items.
Table X below summarizes the yields from these sources for
1975/76.
The Southern Regional government has greater autonomy.
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Table X
Local Government Revenues, Sudan, 1975/76
Yield
Revenue 000 Sfc % of Total
tax
Usher (local produce sales') 3,183 3
Animal stocks 1,993 2
Land taxes 1,445 1
Date Palm tax 233 ng.
Buildings tax (urban) 1,018 1
Other taxes 3,355
_4
Total taxes 11,,227 11
Other local revenues 18,,659 19
Central government grants 72.,000 70
TOTAL 101,886 100
Source: Sudan, Economic Survey , 1975-76, p. 44.
It is generally agreed in the Sudan that the local financial
picture is highly unsatisfactory. On the one hand, the taxes apparently
are poorly enforced and not productive of substantial revenue. At the
same time some are defective and would produce major undesirable
consequences if seriously enforced. The usher or local produce tax
encourages the sale of produce other than through organized channels.
Essentially it is a substitute for the income tax on certain groups of
farmers, though in fact, given scarcities, it may be shifted forward
•in part. An effective tax on land, supplemented by an enforced tax
on animals, as the primary levies would be superior to the present
levies, but operational problems would be serious. Proposals have
been made for a graduated personal income tax on the Uganda pattern,
but it is not clear that this is suitable for the country as a whole.
The central government grant system is defective in primarily being
designed merely to cover deficits.







